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In mid-July, the six Central American presidents including Panama but excluding Belize will
meet with Chilean President Eduardo Frei to discuss a future free-trade accord between Chile
and the isthmus. Prior to the summit, some 200 business representatives from Chile and Central
America will also meet for two days to explore trade and investment opportunities. By negotiating
a multilateral free-trade accord with the isthmian nations, Chile hopes to gain a competitive edge
over Mexico, which is currently negotiating bilateral trade agreements in the region. The Central
American governments, in turn, hope that closer trade relations with Chile will provide them with
a solid foothold to open new markets in South America, especially among the members of the
Southern Cone Common Market (MERCOSUR).
On July 13, President Frei will meet with his Central American counterparts in Costa Rica, marking
the first summit to date between Chile and the isthmian nations. According to the Costa Rican
Foreign Ministry, the conference is aimed at forging closer political ties, while at the same time
exploring mechanisms to foment greater trade and cooperation among the respective governments
and private sectors. "The central agenda items include methods to fortify our diplomatic relations,
increase technical cooperation with Chile, and initiate steps to broaden trade ties," said Costa Rican
Foreign Minister Fernando Naranjo. "In particular, the Central American presidents will emphasize
their interest in attracting Chilean investment to the region, especially among banks and financial
institutions, industries, and construction firms."
According to spokespersons from the Chilean Embassy in San Jose, however, the most important
point on the agenda is exploratory talks for a future free-trade accord, beginning with a preliminary
agreement to establish a "trade alliance" that would pave the way for broader trade negotiations.
"Chile is interested in forming a strategic free-trade alliance with Central America as a first step
toward creation of a free-trade zone," said a spokesperson from the embassy. "The alliance could
begin immediately with agreements to tear down trade barriers for many products that are already
being imported and exported by firms in our country and the Central American nations."
In large part, the free-trade initiative is being pushed by powerful private-sector associations in
Chile and the isthmus. Indeed, the presidential summit was set up as a joint effort by the Ministries
of Foreign Trade and Foreign Relations in Chile and Costa Rica, together with the Federacion de
Entidades Privadas de Centroamerica (FEDEPRICAP), the Coalicion de Iniciativas para el Desarrollo
(CINDE), the Union Costarricense de Camaras, and the Chilean export-promotion association
PROCHILE.
The summit will be preceded by a two-day conference of business representatives from Chile
and the Central American countries, where some 200 investors including 50 Chilean executives
will share information on trade and investment opportunities. The participants hope to define the
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areas that will need to be negotiated prior to signing a free-trade accord, and they expect to lobby
their respective governments to rapidly push negotiations forward. "The goal is first to smooth
over disagreements among investors and then advance toward a consensus among ourselves that
will later help to encourage and facilitate state-level negotiations by our respective governments,"
said Andres Vicens, vice president of the Asociacion de Exportadores de Manufacturas de Chile
(ASEXMA).
The Chilean participants at the conference will include representatives from many commercial
sectors, including firms involved in shipping, fishing, paper products, bottling, plastics, textiles,
wood and forestry, cosmetics, food goods, wine, agricultural machinery, and shoes. For the most
part, the Chileans hope that the conference will help expand the market for their goods, while it also
outlines measures for firms to set up operations in Central America.
As for the Central Americans, in addition to increasing their exports to Chile, they also want to
attract much more Chilean investment. That would not only bring in badly needed capital, but
would also lead to the transfer of new technology to the region, essential for modernization. In
large part, Chile's interest in rapidly negotiating a trade accord reflects a new, aggressive effort by
that country to gain a competitive edge over Mexico, which has traditionally dominated trade and
investment in Central America.
Currently, the total value of Chile's trade with the region represents only about one-fifth the value
of Mexico's trade with Central America. In 1995, Chile exported US$64 million in goods to the region
and imported US$51 million, for a total of US$115 million in trade. In contrast, Mexico sold US$658
million in products to Central America and imported US$86 million, for a total of US$744 million.
Although its proximity to Central America accounts for much of its trade advantage, Mexico also
has a bilateral free-trade accord in place with Costa Rica, and it has been negotiating similar accords
with the other isthmian countries since 1994. "The Chilean government and private sector want to
sign a trade accord to counter Mexico's growing presence in the region," said Manuela Diaz, head
of Chile's trade office for Central America. "It is very difficult for Chile to compete in this area given
that Mexico already has the advantage of zero-level tariffs for many of its products, especially in
Costa Rica. Without a free-trade accord, Chilean businesses simply cannot keep up."
For the Central American nations, a trade accord with Chile would open an important new
market for their exports, while providing a firm base in South America that could later be used to
broaden trade relations with other Southern Cone countries. In particular, the Central American
governments hope that, after signing an agreement, Chile will then help them lobby the other
members of MERCOSUR Argentina, Brazil, Uruguay, and Paraguay to open negotiations for an
eventual multilateral trade accord between the isthmus and the Southern Cone. Chile now wields
much more influence in MERCOSUR, since in mid-June it signed an agreement to join MERCOSUR
as a full trade partner by October 1996. "About 60% of Central America's imports and exports is
traded with the US, which makes it essential that we diversify our markets," said FEDEPRICAP
president Marco Vinicio Ruiz. "Chile represents an excellent opportunity for us to expand our trade
relations in the Southern Hemisphere. In addition to opening up the Chilean market, a trade accord
with that country could provide us with a door into MERCOSUR."
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In fact, alongside the multilateral effort to negotiate with Chile and other South American nations
as a unified regional bloc, some of the Central American governments have also stepped up their
individual efforts to expand trade ties to South America. On June 12-15, Salvadoran President
Armando Calderon Sol visited Peru for a round of talks with the government and private sector
over methods to improve the two countries' economic relations. During the visit, Calderon Sol and
Peruvian President Alberto Fujimori signed six new accords. Among other things, they agreed to
adopt modern investment-protection measures and to eliminate visas for citizens traveling between
the two countries to foment tourism and facilitate business activities. The accords also commit
Peru to provide technical assistance and aid to improve El Salvador's customs' services and judicial
system and to expand scientific cooperation.
Also, in late May, Costa Rica began negotiations with MERCOSUR members particularly Argentina
to eliminate a 10% tariff on coffee imports from third countries outside MERCOSUR. The tariff,
which was established after MERCOSUR's common external tariff took effect in 1995, has caused
Costa Rica's coffee exports to Argentina to plunge from nearly 50,000 sacks in the 1993-1994 harvest
to just 5,000 sacks in the 1994-1995 harvest. By eliminating the tariff, Costa Rica hopes to reestablish
its market in Argentina, while expanding sales of specialty coffees in the other three MERCOSUR
countries. [Sources: La Nacion (Costa Rica), 05/28/96; Inter Press Service, 05/28/96, 06/05/96; Reuter,
05/28/96, 06/09/96; Excelsior (Mexico), 06/18/96; Agencia Centroamericana de Noticias-Spanish
news service EFE, 06/14/96, 06/17/96, 06/19/96; Inforpress Centroamericana (Guatemala), 05/23/96,
06/27/96; Notimex, 07/08/96; Agence France-Presse, 06/10- 13/96, 06/15/96, 06/17/96, 06/22/96,
06/25/96, 06/26/96, 07/03/96, 07/09/96]
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